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U.S. Partnership Return of Income
Section references are to the Internal Revenue Code unless otherwise noted.

Paperwork Reduction Act Notice

We ask for the information on this form to carry out the Internal Revenue laws of the United
States. You are required to give us the information. We need it to ensure that you are
complying with these laws and to allow us to figure and collect the right amount of tax.

The time needed to complete and file this form and related schedules will vary depending on
individual circumstances. The estimated average times are:

Copying, assembling,

Learning about and sending the form

Form Recordkeeping the law or the form  Preparing the form to the IRS
1065 38 hr., 53 min. 19 hr., 47 min. 35 hr., 24 min. 4 hr., 1 min.
Schedule D

(Form 1065) 5 hr., 30 min. 1 hr., 41 min. 1 hr., 51 min.

Schedule K-1

(Form 1065) 25 hr., 7 min. 9 hr., 2 min. 9 hr., 51 min.

Schedule L

(Form 1065) 15 hr., 32 min. 6 min. 22 min.

Schedule M-1

(Form 1065) 3 hr.,, 21 min. 12 min. 16 min.

Schedule M-2

(Form 1065) 2 hr., 52 min. 6 min. 9 min.

If you have comments concerning the accuracy of these time estimates or suggestions for
making these forms simpler, we would be happy to hear from you. You can write to the Tax
Forms Committee, Western Area Distribution Center, Rancho Cordova, CA 95743-0001. DO
NOT send the tax form to this address. Instead, see Where To File on page 3.
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Changes To Note

® Generally, for partnership distributions
made after December 8, 1994, the fair market
value of marketable securities is treated as
money when figuring the amount of gain a
partner must recognize on the distribution of
marketable securities. Therefore, a partner
generally must recognize gain to the extent
that the sum of the fair market value of
marketable securities and cash received
exceeds the partner’s basis in his or her
partnership interest immediately before the
distribution. For details and exceptions, see
section 731(c). Report distributions of money
on new line 22 of Schedules K and K-1;
report distributions of property other than
money on new line 23 of Schedules K and
K-1.

® Final regulations under section 263A(f) have
been issued on the capitalization of interest
expense paid or incurred during the
production period of certain property.
Regulations section 1.263A-8 through
1.263A-15, which generally are effective for
tax years beginning after 1994, may require a
change in accounting method. Any such
change must be made under Rev. Proc.
95-19, 1995-12 I.R.B. 6.

General Instructions

In addition to the publications listed
throughout these instructions, you may wish
to get Pub. 334, Tax Guide for Small
Business; Pub. 535, Business Expenses;
Pub. 541, Tax Information on Partnerships;
Pub. 550, Investment Income and Expenses;
and Pub. 556, Examination of Returns,
Appeal Rights, and Claims for Refund.

You can get these publications and other
forms and publications by calling
1-800-TAX-FORM (1-800-829-3676). Or, you
can use your computer. If you subscribe to
an on-line service, ask if IRS information is
available and, if so, how to access it. You can
also get information through IRIS, the Internal
Revenue Information Services, on FedWorld,
a government bulletin board. The tax forms,
instructions, publications, and other IRS
information are available through IRIS.

IRIS is accessible directly by calling
703-321-8020. On the Internet, you can telnet
to fedworld.gov or, for file transfer protocol
services, connect to ftp.fedworld.gov. If you
are using the World Wide Web, connect to
http://www.ustreas.gov.



FedWorld’s help desk offers technical
assistance on accessing IRIS (not tax help)
during regular business hours at
703-487-4608. The IRIS menus offer
information on available file formats and
software needed to read and print files. You
must print the forms to use them; the forms
are not designed to be filled in on-screen.

Tax forms, instructions, and publications
are also available on CD-ROM, including
prior-year forms starting with the 1991 tax
year. For ordering information and software
requirements, contact the Government
Printing Office’s Superintendent of
Documents (202-512-1800) or Federal Bulletin
Board (202-512-1387).

Purpose of Form

Form 1065 is an information return used to
report the income, deductions, gains, losses,
etc., from the operation of a partnership. A
partnership does not pay tax on its income
but “passes through” any profits or losses to
its partners. Partners must include
partnership items on their tax returns.

Definitions

Partnership

A partnership is the relationship between two
or more persons who join to carry on a trade
or business, with each person contributing
money, property, labor, or skill and each
expecting to share in the profits and losses of
the business whether or not a formal
partnership agreement is made.

The term “partnership” includes a limited
partnership, syndicate, group, pool, joint
venture, or other unincorporated organization,
through or by which any business, financial
operation, or venture is carried on, that is not,
within the meaning of the Internal Revenue
Code, a corporation, trust, estate, or sole
proprietorship. If an organization more nearly
resembles a corporation than a partnership or
trust, it is considered to be a corporation.

A joint undertaking merely to share
expenses is not a partnership. Mere
co-ownership of property that is maintained
and leased or rented is not a partnership.
However, if the co-owners provide services to
the tenants, a partnership exists.

General Partner

A general partner is a partner who is
personally liable for partnership debts.

General Partnership

A general partnership is composed only of
general partners.

Limited Partner

A limited partner is a partner in a partnership
formed under a state limited partnership law,
whose personal liability for partnership debts
is limited to the amount of money or other
property that the partner contributed or is
required to contribute to the partnership.
Some members of other entities, such as
domestic or foreign business trusts or limited
liability companies that are classified as
partnerships, may be treated as limited
partners for certain purposes. See, for
example, Temporary Regulations section
1.469-5T(e)(3), which treats all members with
limited liability as limited partners for
purposes of section 469(h)(2).
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Limited Partnership

A limited partnership is formed under a state
limited partnership law and composed of at
least one general partner and one or more
limited partners.

Limited Liability Company

A limited liability company (LLC) is an entity
formed under state law by filing articles of
organization as an LLC. Unlike a partnership,
none of the members of an LLC are
personally liable for its debts. An LLC may be
classified for Federal income tax purposes
either as a partnership or a corporation,
depending on whether it has the corporate
characteristics of centralization of
management, continuity of life, free
transferability of interests, and limited liability.
To be classified as a partnership, it may have
no more than two of these characteristics.
Similar rules apply to a limited liability
company formed under the laws of a foreign
country.

Nonrecourse Loans

Nonrecourse loans are those liabilities of the
partnership for which no partner bears the
economic risk of loss.

Who Must File

Every partnership that engages in a trade or
business or has income from sources in the
United States must file Form 1065. A
partnership must file even if its principal place
of business is outside the United States or all
its members are nonresident aliens.

A partnership is not considered to engage
in a trade or business, and is therefore not
required to file, for any tax year in which it
neither receives income nor incurs any
expenditures treated as deductions or credits
for Federal income tax purposes.

Entities formed as limited liability
companies and treated as partnerships for
Federal income tax purposes must file Form
1065.

A religious or apostolic organization exempt
from income tax under section 501(d) must
file Form 1065 to report its taxable income,
which must be allocated to its members as a
dividend, whether distributed or not. Such an
organization must figure its taxable income on
an attachment to Form 1065 in the same
manner as a corporation. Form 1120, U.S.
Corporation Income Tax Return, may be used
for this purpose. Enter the organization’s
taxable income, if any, on line 4b of Schedule
K and each member’s pro rata share on line
4b of Schedule K-1. Net operating losses are
not deductible by the members but may be
carried back or forward by the organization
under the rules of section 172.

A qualifying syndicate, pool, joint venture,
or similar organization may elect under
section 761(a) not to be treated as a
partnership for Federal income tax purposes
and will not be required to file Form 1065
except for the year of election. See section
761(a) and Regulations section 1.761-2 for
more information.

Real estate mortgage investment conduits
(REMICs) must file Form 1066.

Certain publicly traded partnerships treated
as corporations under section 7704 must file
Form 1120.

Termination of the Partnership
A partnership terminates when:

1. All its operations are discontinued and
no part of any business, financial operation,
or venture is continued by any of its partners
in a partnership, OR

2. At least 50% of the total interest in
partnership capital and profits is sold or
exchanged within a 12-month period,
including a sale or exchange to another
partner. See Regulations section 1.708-1(b)(1)
for more details.

The partnership’s tax year ends on the date
of termination. For purposes of 1 above, the
date of termination is the date the partnership
completes the winding up of its affairs. For
purposes of 2 above, the date of termination
is the date the partnership interest is sold or
exchanged that, of itself or together with
other sales or exchanges in the preceding 12
months, transfers an interest of 50% or more
in both partnership capital and profits.

Special rules apply in the case of a merger,
consolidation, or division of a partnership.
See Regulations section 1.708-1(b)(2) for
details.

Electronic and Magnetic Media
Filing

Qualified partnerships or transmitters can file
Form 1065 and related schedules
electronically or on magnetic media. Tax
return data may be filed electronically using a
dial-up MITRON communications device or
remote bulletin board system or on magnetic
media using magnetic tape or floppy diskette.

If the partnership wishes to do this, Form
9041, Application for Electronic/Magnetic
Media Filing of Business and Employee
Benefit Plan Returns, must be filed. If the
partnership return is filed electronically or on
magnetic media, Form 8453-P, U.S.
Partnership Declaration and Signature for
Electronic and Magnetic Media Filing, must
also be filed. For more details, get Pub. 1524,
Procedures for Electronic and Magnetic
Media Filing of Form 1065, U.S. Partnership
Return of Income (Including the
“Paper-Parent Option”), and Pub. 1525, File
Specifications, Validation Criteria, and Record
Layouts for Electronic and Magnetic Media
Filing of Form 1065, U.S. Partnership Return
of Income (Including the “Paper-Parent
Option”). To order these forms and
publications, or for more information on
electronic and magnetic media filing of Form
1065, call the Electronic Filing Unit at the
Andover Service Center at 508-474-9486 (not
a toll-free number), or write to:

Internal Revenue Service
Andover Service Center
Electronic Filing Unit Il, Stop 983
P.O. Box 4050

Woburn, MA 01888-4050

When To File

Generally, a domestic partnership must file
Form 1065 by the 15th day of the 4th month
following the date its tax year ended as
shown at the top of Form 1065. A partnership
whose partners are all nonresident aliens
must file its return by the 15th day of the 6th
month following the date its tax year ended. If
the due date falls on a Saturday, Sunday, or
legal holiday, file on the next business day. A



business day is any day that is not a
Saturday, Sunday, or legal holiday.

Extension

If you need more time to file a partnership
return, file Form 8736, Application for
Automatic Extension of Time To File U.S.
Return for a Partnership, REMIC, or for
Certain Trusts, for an automatic 3-month
extension. File Form 8736 by the regular due
date of the partnership return.

If, after you have filed Form 8736, you still
need more time to file the partnership return,
file Form 8800, Application for Additional
Extension of Time To File U.S. Return for a
Partnership, REMIC, or for Certain Trusts, for
an additional extension of up to 3 months.
The partnership must show reasonable cause
to get this additional extension. Form 8800
must be filed by the extended due date of the
partnership return.

Period Covered

Form 1065 is an information return for
calendar year 1995 and fiscal years beginning
in 1995 and ending in 1996. If the return is for
a fiscal year or a short tax year, fill in the tax
year space at the top of the form.

The 1995 Form 1065 may also be used if:

1. The partnership has a tax year of less
than 12 months that begins and ends in
1996; and

2. The 1996 Form 1065 is not available by
the time the partnership is required to file its
return.

However, the partnership must show its 1996
tax year on the 1995 Form 1065 and
incorporate any tax law changes that are
effective for tax years beginning after 1995.

Where To File

Use the preaddressed envelope. If you do not
have the envelope, file your return at the
applicable IRS address listed below.

If the partnership’s principal
place of business or
principal office or agency is

Use the following
Internal Revenue
Service Center

located in address
New Jersey, New York (New
York City and counties of Holtsville, NY
Nassau, Rockland, Suffolk, 00501-0011
and Westchester)
New York (all other counties),
Connecticut, Maine,
Massachusetts, New Aggggffogﬁ
Hampshire, Rhode Island,
Vermont
Florida, Georgia, South Atlanta, GA
Carolina 39901-0011
Indiana, Kentucky, Michigan, Cincinnati, OH
Ohio, West Virginia 45999-0011
Kansas, New Mexico, Austin, TX
Oklahoma, Texas 73301-0011

Alaska, Arizona, California
(counties of Alpine, Amador,
Butte, Calaveras, Colusa,
Contra Costa, Del Norte, El
Dorado, Glenn, Humboldt,
Lake, Lassen, Marin,
Mendocino, Modoc, Napa,
Nevada, Placer, Plumas,
Sacramento, San Joaquin,
Shasta, Sierra, Siskiyou,
Solano, Sonoma, Sutter,
Tehama, Trinity, Yolo, and
Yuba), Colorado, Idaho,
Montana, Nebraska, Nevada,
North Dakota, Oregon, South
Dakota, Utah, Washington,
Wyoming

Ogden, UT
84201-0011

California (all other counties),
Hawaii

Fresno, CA
93888-0011

lllinois, lowa, Minnesota, Kansas City, MO

Missouri, Wisconsin 64999-0011
Alabama, Arkansas, Louisiana, .
Mississippi, North Carolina, M???rggglsoo';l:
Tennessee

Delaware, District of Columbia, Philadelphia,

Maryland, Pennsylvania,

T PA 19255-0011
Virginia

A partnership without a principal office or
agency or principal place of business in the
United States must file its return with the
Internal Revenue Service Center, Philadelphia,
PA 19255-0011.

Who Must Sign

General Partner or Limited Liability
Company Member

Form 1065 is not considered to be a return
unless it is signed. One general partner or
limited liability company member must sign
the return. If a receiver, trustee in bankruptcy,
or assignee controls the organization’s
property or business, that person must sign
the return.

Paid Preparer’s Information

If someone prepares the return and does not
charge the partnership, that person should
not sign the partnership return.

Generally, anyone who is paid to prepare
the partnership return must sign the return
and fill in the other blanks in the Paid
Preparer’s Use Only area of the return.

The preparer required to sign the
partnership return must complete the
required preparer information and:

® Sign it, by hand, in the space provided for
the preparer’s signature. (Signature stamps or
labels are not acceptable.)

® Give the partnership a copy of the return in
addition to the copy to be filed with the IRS.

Penalties

A penalty is assessed against the partnership
if it is required to file a partnership return and
it (a) fails to file the return by the due date,
including extensions, or (b) files a return that
fails to show all the information required,
unless such failure is due to reasonable
cause. If the failure is due to reasonable
cause, attach an explanation to the
partnership return. The penalty is $50 for
each month or part of a month (for a
maximum of 5 months) the failure continues,
multiplied by the total number of persons who
were partners in the partnership during any
part of the partnership’s tax year for which
the return is due. This penalty will not be

imposed on partnerships for which the
answer to Question 4 on page 2 of Form
1065 is No, provided all partners have timely
filed income tax returns fully reporting their
shares of the income, deductions, and credits
of the partnership. See page 14 of the
instructions for further information.

For each failure to furnish Schedule K-1 to
a partner when due and each failure to
include on Schedule K-1 all the information
required to be shown (or the inclusion of
incorrect information), a $50 penalty may be
imposed with respect to each Schedule K-1
for which a failure occurs. The maximum
penalty is $100,000 for all such failures during
a calendar year. If the requirement to report
correct information is intentionally
disregarded, each $50 penalty is increased to
$100 or, if greater, 10% of the aggregate
amount of items required to be reported, and
the $100,000 maximum does not apply.

Unresolved Tax Problems

The IRS has a Problem Resolution Program
for taxpayers who have been unable to
resolve a problem with the IRS. If the
partnership has a problem it has been unable
to resolve through normal channels, write to
the partnership’s local IRS District Director or
call the partnership’s local IRS office and ask
for Problem Resolution assistance.
Hearing-impaired persons who have access
to TDD equipment may call 1-800-829-4059
to ask for help. The Problem Resolution
Office will ensure that your problem receives
proper attention. Although the office cannot
change the tax law or make technical
decisions, it can help clear up problems that
have resulted from previous contacts.

Accounting Methods

Figure ordinary income using the method of
accounting regularly used in keeping the
partnership’s books and records. Generally,
permissible methods include the cash
method, the accrual method, or any other
method authorized by the Internal Revenue
Code. In all cases, the method used must
clearly reflect income.

Generally, a partnership may not use the
cash method of accounting if (a) it has at
least one corporate partner, average annual
gross receipts of more than $5 million, and it
is not a farming business or (b) it is a tax
shelter (as defined in section 448(d)(3)). See
section 448 for details.

Under the accrual method, an amount is
includible in income when all the events have
occurred that fix the right to receive the
income and the amount can be determined
with reasonable accuracy.

Generally, an accrual basis taxpayer can
deduct accrued expenses in the tax year in
which all events that determine liability have
occurred, the amount of the liability can be
figured with reasonable accuracy, and
economic performance takes place with
respect to the expense. There are exceptions
for recurring items.

Except for certain home construction
contracts and other real property small
construction contracts, long-term contracts
must generally be accounted for using the
percentage of completion method described
in section 460.

Generally, the partnership may change its
method of accounting used to report income

Page 3



(for income as a whole or for any material
item) only by getting consent on Form 3115,
Application for Change in Accounting
Method. For more information, get Pub. 538,
Accounting Periods and Methods.

Accounting Periods

A partnership is generally required to have
one of the following tax years:

1. The tax year of a majority of its partners
(majority tax year); or

2. If there is no majority tax year, then the
tax year common to all of the partnership’s
principal partners (partners with an interest of
5% or more in the partnership profits or
capital); or

3. If there is neither a majority tax year nor
a tax year common to all principal partners,
then the tax year that results in the least
aggregate deferral of income; or

4. Some other tax year, if (a) the
partnership can establish that there is a
business purpose for the tax year (see Rev.
Proc. 87-32, 1987-2 C.B. 396); or
(b) the tax year is a “grandfathered” year (see
Rev. Proc. 87-32); or (c) the partnership
elects under section 444 to have a tax year
other than a required tax year by filing Form
8716, Election to Have a Tax Year Other Than
a Required Tax Year. For a partnership to
have this election in effect, it must make the
payments required by section 7519 and file
Form 8752, Required Payment or Refund
Under Section 7519. A section 444 election
ends if a partnership changes its accounting
period to its required tax year or some other
permitted year or it willfully fails to comply
with the requirements of section 7519. If the
termination results in a short tax year, type or
legibly print at the top of the first page of
Form 1065 for the short tax year, “SECTION
444 ELECTION TERMINATED.”

Note: Under the provisions of section 584(h),
the tax year of a common trust fund must be
the calendar year.

Rounding Off to Whole Dollars

You may round off cents to whole dollars on
your return and accompanying schedules. To
do so, drop amounts under 50 cents and
increase amounts from 50 to 99 cents to the
next higher dollar.

Recordkeeping

The partnership must keep its records as long
as they may be needed for the administration
of any provision of the Internal Revenue
Code. If the consolidated audit procedures of
sections 6221 through 6233 apply, the
partnership usually must keep records that
support an item of income, deduction, or
credit on the partnership return for 3 years
from the date the return is due or is filed,
whichever is later. If the consolidated audit
procedures do not apply, these records
usually must be kept for 3 years from the
date each partner’s return is due or is filed,
whichever is later. Keep records that verify
the partnership’s basis in property for as long
as they are needed to figure the basis of the
original or replacement property.

The partnership should also keep copies of
any returns it has filed as part of its records.
They help in preparing future returns and in
making computations when filing an amended
return.
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Amended Return

To correct an error on a Form 1065 already
filed, file an amended Form 1065 and check
box G(4) on page 1. If the income,
deductions, credits, or other information
provided to any partner on Schedule K-1 are
incorrect, file an amended Schedule K-1
(Form 1065) for that partner with the
amended Form 1065. Also give a copy of the
amended Schedule K-1 to that partner. Be
sure to check box 1(2) on the Schedule K-1 to
indicate that it is an amended Schedule K-1.

Note: If you are filing an amended partnership
return and you answered “Yes” to Question 4
in Schedule B, the tax matters partner must
file Form 8082, Notice of Inconsistent
Treatment or Amended Return (Administrative
Adjustment Request (AAR)).

A change to the partnership’s Federal
return may affect its state return. This
includes changes made as a result of an
examination of the partnership return by the
IRS. For more information, contact the state
tax agency for the state in which the
partnership return is filed.

Other Forms That May Be
Required

® Forms W-2 and W-3, Wage and Tax
Statement; and Transmittal of Income and
Tax Statements.

® Form 720, Quarterly Federal Excise Tax
Return. Use Form 720 to report environmental
excise taxes, communications and air
transportation taxes, fuel taxes, luxury tax on
passenger vehicles, manufacturers’ taxes,
ship passenger tax, and certain other excise
taxes.

Caution: See Trust fund recovery penalty
on page 5.

® Form 940 or Form 940-EZ, Employer’s
Annual Federal Unemployment (FUTA) Tax
Return. The partnership may be liable for
FUTA tax and may have to file Form 940 or
940-EZ if it paid wages of $1,500 or more in
any calendar quarter during the calendar year
(or the preceding calendar year) or one or
more employees worked for the partnership
for some part of a day in any 20 different
weeks during the calendar year (or the
preceding calendar year).

® Form 941, Employer’s Quarterly Federal
Tax Return. Employers must file this form
quarterly to report income tax withheld on
wages and employer and employee social
security and Medicare taxes. Agricultural
employers must file Form 943, Employer’s
Annual Tax Return for Agricultural Employees,
instead of Form 941, to report income tax
withheld and employer and employee social
security and Medicare taxes on farmworkers.

Caution: See Trust fund recovery penalty
on page 5.

® Form 945, Annual Return of Withheld
Federal Income Tax. Use this form to report
income tax withheld from nonpayroll
payments, including pensions, annuities,
IRAs, gambling winnings, and backup
withholding.

Caution: See Trust fund recovery penalty
on page 5.

® Forms 1042 and 1042-S, Annual
Withholding Tax Return for U.S. Source
Income of Foreign Persons; and Foreign
Person’s U.S. Source Income Subject to

Withholding. Use these forms to report and
transmit withheld tax on payments or
distributions made to nonresident alien
individuals, foreign partnerships, or foreign
corporations to the extent such payments or
distributions constitute gross income from
sources within the United States that is not
effectively connected with a U.S. trade or
business. A domestic partnership must also
withhold tax on a foreign partner’s distributive
share of such income, including amounts that
are not actually distributed. Withholding on
amounts not previously distributed to a
foreign partner must be made and paid over
by the earlier of (a) the date on which
Schedule K-1 is sent to that partner or (b) the
15th day of the 3rd month after the end of
the partnership’s tax year. For more
information, see sections 1441 and 1442 and
get Pub. 515, Withholding of Tax on
Nonresident Aliens and Foreign Corporations.

® Form 1096, Annual Summary and
Transmittal of U.S. Information Returns.

® Form 1098, Mortgage Interest Statement.
Use this form to report the receipt from any
individual of $600 or more of mortgage
interest and points in the course of the
partnership’s trade or business for any
calendar year.

® Forms 1099-A, B, INT, MISC, OID, R, and
S. You may have to file these information
returns to report abandonments, acquisitions
through foreclosure, proceeds from broker
and barter exchange transactions, interest
payments, medical and dental health care
payments, direct sales of consumer goods for
resale, miscellaneous income payments,
nonemployee compensation, original issue
discount, distributions from pensions,
annuities, retirement or profit-sharing plans,
IRAs, insurance contracts, etc., and proceeds
from real estate transactions. Also, use these
returns to report amounts that were received
as a nominee on behalf of another person.

For more information, see the Instructions
for Forms 1099, 1098, 5498, and W-2G.

Note: Every partnership must file Forms
1099-MISC if, in the course of its trade or
business, it makes payments of rents,
commissions, or other fixed or determinable
income (see section 6041) totaling $600 or
more to any one person during the calendar
year.

® Form 5471, Information Return of U.S.
Persons With Respect to Certain Foreign
Corporations. A partnership may have to file
Form 5471 if it (a) controls a foreign
corporation; or (b) acquires, disposes of, or
owns 5% or more in value of the outstanding
stock of a foreign corporation; or (c) is a
10%-or-more shareholder of a foreign
personal holding company; or (d) owns stock
in a controlled foreign corporation for an
uninterrupted period of 30 days or more
during any tax year of the foreign corporation,
and it owned that stock on the last day of
that year.

® Form 5713, International Boycott Report, is
used by persons having operations in or
related to “boycotting” countries. The
partnership must give each partner a copy of
the Form 5713 filed by the partnership if there
has been participation in, or cooperation with,
an international boycott.

® Form 8264, Application for Registration of
a Tax Shelter. Tax shelter organizers must file
Form 8264 to register tax shelters with the



IRS for the purpose of receiving a tax shelter
registration number.

® Form 8271, Investor Reporting of Tax
Shelter Registration Number. Partnerships
that have acquired an interest in a tax shelter
that is required to be registered use Form
8271 to report the tax shelter’s registration
number. Attach Form 8271 to any return on
which a deduction, credit, loss, or other tax
benefit attributable to a tax shelter is taken or
any income attributable to a tax shelter is
reported.

® Form 8275, Disclosure Statement. File
Form 8275 to disclose items or positions,
except those contrary to a regulation, that are
not otherwise adequately disclosed on a tax
return. The disclosure is made to avoid the
parts of the accuracy-related penalty imposed
for disregard of rules or substantial
understatement of tax. Form 8275 is also
used for disclosures relating to preparer
penalties for understatements due to
unrealistic positions or disregard of rules.

® Form 8275-R, Regulation Disclosure
Statement, is used to disclose any item on a
tax return for which a position has been taken
that is contrary to Treasury regulations.

® Forms 8288 and 8288-A, U.S. Withholding
Tax Return for Dispositions by Foreign
Persons of U.S. Real Property Interests; and
Statement of Withholding on Dispositions by
Foreign Persons of U.S. Real Property
Interests. Use these forms to report and
transmit withheld tax on the sale of U.S. real
property by a foreign person. See section
1445 and the related regulations for additional
information.

® Form 8300, Report of Cash Payments Over
$10,000 Received in a Trade or Business. File
this form to report the receipt of more than
$10,000 in cash or foreign currency in one
transaction or a series of related transactions.

® Form 8594, Asset Acquisition Statement.
Both the purchaser and seller of a group of
assets constituting a trade or business must
file this form if section 197 intangibles attach,
or could attach, to such assets and if the
purchaser’s basis in the assets is determined
only by the amount paid for the assets.

® Form 8697, Interest Computation Under
the Look-Back Method for Completed
Long-Term Contracts. Partnerships that are
not closely held use this form to figure the
interest due or to be refunded under the
look-back method of section 460(b)(2) on
certain long-term contracts that are
accounted for under either the percentage of
completion-capitalized cost method or the
percentage of completion method. Closely
held partnerships should see the instructions
on page 22 for line 25, item 10, of Schedule
K-1 for details on the Form 8697 information
they must provide to their partners.

® Forms 8804, 8805, and 8813, Annual
Return for Partnership Withholding Tax
(Section 1446); Foreign Partner’s Information
Statement of Section 1446 Withholding Tax;
and Partnership Withholding Tax Payment
(Section 1446). File Forms 8804 and 8805 if
the partnership had effectively connected
gross income and foreign partners for the tax
year. Use Form 8813 to transmit installment
payments of withheld tax based on effectively
connected taxable income allocable to foreign
partners. However, publicly traded
partnerships that do not elect to pay tax
based on effectively connected taxable

income do not file these forms. They must
instead withhold tax on distributions to
foreign partners and report and transmit
payments using Forms 1042 and 1042-S. See
section 1446 for more information.

Trust fund recovery penalty.—This penalty
may apply if certain excise, income, social
security, and Medicare taxes that must be
collected or withheld are not collected or
withheld, or these taxes are not paid to the
IRS. These taxes are generally reported on
Forms 720, 941, 943, or 945. The trust fund
recovery penalty may be imposed on all
persons who are determined by the IRS to
have been responsible for collecting,
accounting for, and paying over these taxes,
and who acted willfully in not doing so. The
penalty is equal to the unpaid trust fund tax.
See the instructions for Form 720, Pub. 15
(Circular E), Employer’s Tax Guide, or Pub.
51 (Circular A), Agricultural Employer’s Tax
Guide, for more details, including the
definition of responsible person.

Attachments

Attach schedules in alphabetical order and
other forms in numerical order after Form
1065.

To assist us in processing the return,
complete every applicable entry space on
Form 1065 and Schedule K-1. If you attach
statements, do not write “See attached”
instead of completing the entry spaces on
the forms. Penalties may be assessed if
the partnership files an incomplete return.

If you need more space on the forms or
schedules, attach separate sheets. Use the
same size and format as on the printed
forms. But show your totals on the printed
forms. Be sure to put the partnership’s name
and employer identification number (EIN) on
each sheet.

Separately Stated Items

Partners are required to take into account
separately (under section 702(a)) their
distributive shares of the following items
(whether or not they are actually distributed):

1. Ordinary income or loss from trade or
business activities.

2. Net income or loss from rental real
estate activities.

3. Net income or loss from other rental
activities.

4. Gains and losses from sales or
exchanges of capital assets.

5. Gains and losses from sales or
exchanges of property described in section
1231.

6. Charitable contributions.

7. Dividends (passed through to corporate
partners) that qualify for the dividends-
received deduction.

8. Taxes described in section 901 paid or
accrued to foreign countries and to
possessions of the United States.

9. Other items of income, gain, loss,
deduction, or credit, to the extent provided by
regulations. Examples of such items include
nonbusiness expenses, intangible drilling and
development costs, and soil and water
conservation expenditures.

Elections Made by the
Partnership

Generally, the partnership decides how to
figure taxable income from its operations. For
example, it chooses the accounting method
and depreciation methods it will use. The
partnership also makes elections under the
following sections:

1. Section 179 (election to expense certain
tangible property).

2. Section 614 (definition of property—
mines, wells, and other natural deposits). This
election must be made before the partners
figure their individual depletion allowances
under section 613A(c)(7)(D).

3. Section 754 (manner of electing optional
adjustment to basis of partnership property).

Under section 754, a partnership may elect
to adjust the basis of partnership property
when property is distributed or when a
partnership interest is transferred. If the
election is made with respect to a transfer of
a partnership interest (section 743(b)) and the
assets of the partnership constitute a trade or
business for purposes of section 1060(c),
then the value of any goodwill transferred
must be determined in the manner provided
in Temporary Regulations section 1.1060-1T.
Once an election is made under section 754,
it applies both to all distributions and to all
transfers made during the tax year and in all
subsequent tax years unless the election is
revoked (see Regulations section 1.754-1(c)).

This election must be made in a statement
that is filed with the partnership’s timely filed
return (including any extension) for the tax
year during which the distribution or transfer
occurs. The statement must include (a) the
name and address of the partnership; (b) a
declaration that the partnership elects under
section 754 to apply the provisions of section
734(b) and section 743(b); and (c) the
signature of the general partner authorized to
sign the partnership return.

The partnership can get an automatic
12-month extension to make the section 754
election provided corrective action is taken
within 12 months of the original deadline for
making the election. For details, see Rev.
Proc. 92-85, 1992-2 C.B. 490.

See section 754 and the related regulations
for more information.

Note: If there is a distribution of property
consisting of an interest in another
partnership, see section 734(b).

4. Section 1033 (involuntary conversions).

Elections Made by Each
Partner

Elections under the following sections are
made by each partner separately on the
partner’s tax return:

1. Section 59(e) (election to deduct ratably
certain qualified expenditures such as
intangible drilling costs, mining exploration
expenses, or research and experimental
expenditures).

2. Section 108 (income from discharge of
indebtedness).

3. Section 617 (deduction and recapture of
certain mining exploration expenditures paid
or incurred).

4. Section 901 (foreign tax credit).
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Partner’s Dealings With
Partnership

If a partner engages in a transaction with his
or her partnership, other than in his or her
capacity as a partner, the partner is treated
as not being a member of the partnership for
that transaction. Special rules apply to sales
or exchanges of property between
partnerships and certain persons, as
explained in Pub. 541.

Contributions to the
Partnership

Generally, no gain (loss) is recognized to the
partnership or any of the partners when
property is contributed to the partnership in
exchange for an interest in the partnership.
This rule does not apply to any gain realized
on a transfer of property to a partnership that
would be treated as an investment company
(within the meaning of section 351) if the
partnership were incorporated. If, as a result
of a transfer of property to a partnership,
there is a direct or indirect transfer of money
or other property to the transferring partner,
the partner may have to recognize gain on
the exchange.

The basis to the partnership of property
contributed by a partner is the adjusted basis
in the hands of the partner at the time it was
contributed, plus any gain recognized (under
section 721(b)) by the partner at that time.
See section 723 for more information.

Dispositions of Contributed
Property

If the partnership disposes of property
contributed to the partnership by a partner,
income, gain, loss, and deductions from that
property must be allocated among the
partners to take into account the difference
between the property’s basis and its fair
market value at the time of the contribution.

For property contributed to the partnership,
the contributing partner must recognize gain
or loss on a distribution of the property to
another partner within 5 years of being
contributed. The gain or loss is equal to the
amount that the contributing partner should
have recognized if the property had been sold
for its fair market value when distributed,
because of the difference between the
property’s basis and its fair market value at
the time of contribution.

See section 704(c) for details and other
rules on dispositions of contributed property.
See section 724 for the character of any gain
or loss recognized on the disposition of
unrealized receivables, inventory items, or
capital loss property contributed to the
partnership by a partner.

Recognition of Precontribution
Gain on Certain Partnership
Distributions

A partner who contributes appreciated
property to the partnership must include in
income any precontribution gain to the extent
the fair market value of other property (other
than money) distributed to the partner by the
partnership exceeds the adjusted basis of his
or her partnership interest just before the
distribution. Precontribution gain is the net
gain, if any, that would have been recognized
under section 704(c)(1)(B) if the partnership
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had distributed to another partner all the
property that had been contributed to the
partnership by the distributee partner within 5
years of the distribution and that was held by
the partnership just before the distribution.

Appropriate basis adjustments are to be
made to the adjusted basis of the distributee
partner’s interest in the partnership and the
partnership’s basis in the contributed
property to reflect the gain recognized by the
partner.

For more details and exceptions, see
section 737.

Unrealized Receivables and
Inventory Iltems

Generally, if a partner sells or exchanges a
partnership interest where unrealized
receivables or substantially appreciated
inventory items are involved, the transferor
partner must notify the partnership, in writing,
within 30 days of the exchange. The
partnership must then file Form 8308, Report
of a Sale or Exchange of Certain Partnership
Interests.

If a partnership distributes unrealized
receivables or substantially appreciated
inventory items in exchange for all or part of
a partner’s interest in other partnership
property (including money), treat the
transaction as a sale or exchange between
the partner and the partnership. Treat the
partnership gain (loss) as ordinary income
(loss). The income (loss) is specially allocated
only to partners other than the distributee
partner.

If a partnership gives other property
(including money) for all or part of that
partner’s interest in the partnership’s
unrealized receivables or substantially
appreciated inventory items, treat the
transaction as a sale or exchange of the
property.

See Rev. Rul. 84-102, 1984-2 C.B. 119, for
information on the tax consequences that
result when a new partner joins a partnership
that has liabilities and unrealized receivables.
Also, see Pub. 541 for more information on
unrealized receivables and substantially
appreciated inventory items.

Passive Activity Limitations

In general, section 469 limits the amount of
losses, deductions, and credits that partners
may claim from “passive activities.” The
passive activity limitations do not apply to the
partnership. Instead, they apply to each
partner’s share of any income or loss and
credit attributable to a passive activity.
Because the treatment of each partner’s
share of partnership income or loss and credit
depends on the nature of the activity that
generated it, the partnership must report
income or loss and credits separately for
each activity.

The instructions below (pages 6-9) and the
instructions for Schedules K and K-1 (pages
15-22) explain the applicable passive activity
limitation rules and specify the type of
information the partnership must provide to
its partners for each activity. If the
partnership has more than one activity, it
must report information for each activity on
an attachment to Schedules K and K-1.

Generally, passive activities include
(a) activities that involve the conduct of a

trade or business if the partner does not
materially participate in the activity; and

(b) all rental activities (defined on page 7),
regardless of the partner’s participation. For
exceptions, see Activities That Are Not
Passive Activities below. The level of each
partner’s participation in an activity must be
determined by the partner.

The passive activity rules provide that
losses and credits from passive activities can
generally be applied only against income and
tax from passive activities. Thus, passive
losses and credits cannot be applied against
income from salaries, wages, professional
fees, or a business in which the taxpayer
materially participates; against “portfolio
income” (defined on page 8); or against the
tax related to any of these types of income.

Special provisions apply to certain
activities. First, the passive activity limitations
must be applied separately with respect to a
net loss from passive activities held through a
publicly traded partnership. Second, special
rules require that net income from certain
activities that would otherwise be treated as
passive income must be recharacterized as
nonpassive income for purposes of the
passive activity limitations.

To allow each partner to correctly apply the
passive activity limitations, the partnership
must report income or loss and credits
separately for each of the following types of
activities and income: trade or business
activities, rental real estate activities, rental
activities other than rental real estate, and
portfolio income.

Activities That Are Not Passive
Activities
Passive activities do not include:

1. Trade or business activities in which the
partner materially participated for the tax
year.

2. Any rental real estate activity in which
the partner materially participated and met
both of the following conditions for the tax
year:

a. More than half of the personal services
the partner performed in trades or businesses
were performed in real property trades or
businesses in which he or she materially
participated, and

b. The partner performed more than 750
hours of services in real property trades or
businesses in which he or she materially
participated.

Note: For a partner that is a closely held C
corporation (defined in section 465(a)(1)(B)),
the above conditions are treated as met if
more than 50% of the corporation’s gross
receipts are from real property trades or
businesses in which the corporation materially
participated.

For purposes of this rule, each interest in
rental real estate is a separate activity, unless
the partner elects to treat all interests in
rental real estate as one activity.

If the partner is married filing jointly, either
the partner or his or her spouse must
separately meet both of the above conditions,
without taking into account services
performed by the other spouse.

A real property trade or business is any real
property development, redevelopment,
construction, reconstruction, acquisition,
conversion, rental, operation, management,



leasing, or brokerage trade or business.
Services the partner performed as an
employee are not treated as performed in a
real property trade or business unless he or
she owned more than 5% of the stock (or
more than 5% of the capital or profits
interest) in the employer.

3. An interest in an oil or gas well drilled or
operated under a working interest if at any
time during the tax year the partner held the
working interest directly or through an entity
that did not limit the partner’s liability (e.g., an
interest as a general partner). This exception
applies regardless of whether the partner
materially participated for the tax year.

4. The rental of a dwelling unit used by a
partner for personal purposes during the year
for more than the greater of 14 days or 10%
of the number of days that the residence was
rented at fair rental value.

5. An activity of trading personal property
for the account of owners of interests in the
activity. See Temporary Regulations section
1.469-1T(e)(6).

Trade or Business Activities

A trade or business activity is an activity
(other than a rental activity or an activity
treated as incidental to an activity of holding
property for investment) that:

1. Involves the conduct of a trade or
business (within the meaning of section 162),

2. Is conducted in anticipation of starting a
trade or business, or

3. Involves research or experimental
expenditures deductible under section 174 (or
that would be if you chose to deduct rather
than capitalize them).

If the partner does not materially participate
in the activity, a trade or business activity
held through a partnership is generally a
passive activity of the partner. However, the
passive activity limitations do not apply to
any partner holding a working interest in an
oil or gas well if the partner holds the interest
through an entity that does not limit the
partner’s liability. See Temporary Regulations
section 1.469-1T(e)(4) and Regulations
section 1.469-1(e)(4) for more information.

Each partner must determine if he or she
materially participated in an activity. As a
result, while the partnership’s overall trade or
business income (loss) is reported on page 1
of Form 1065, the specific income and
deductions from each separate trade or
business activity must be reported on
attachments to Form 1065. Similarly, while
each partner’s allocable share of the
partnership’s overall trade or business income
(loss) is reported on line 1 of Schedule K-1,
each partner’s allocable share of the income
and deductions from each trade or business
activity must be reported on attachments to
each Schedule K-1. See Passive Activity
Reporting Requirements on page 9 for more
information.

Rental Activities

Generally, except as noted below, if the gross
income from an activity consists of amounts
paid principally for the use of real or personal
tangible property held by the partnership, the
activity is a rental activity.

There are several exceptions to this general
rule. Under these exceptions, an activity
involving the use of real or personal tangible

property is not a rental activity if (a) the
average period of customer use (defined
below) for such property is 7 days or less; (b)
the average period of customer use for such
property is 30 days or less and significant
personal services (defined below) are
provided by or on behalf of the partnership;
(c) extraordinary personal services (defined
below) are provided by or on behalf of the
partnership; (d) the rental of such property is
treated as incidental to a nonrental activity of
the partnership under Temporary Regulations
section 1.469-1T(e)(3)(vi) and Regulations
section 1.469-1(e)(3)(vi); or (e) the partnership
customarily makes the property available
during defined business hours for
nonexclusive use by various customers.

In addition, if the partnership provides
property for use in a nonrental activity of a
partnership or joint venture in its capacity as
an owner of an interest in such partnership or
joint venture, the provision of the property is
not a rental activity. Consequently, the
partnership’s distributive share of income
from the activity is not income from a rental
activity. A guaranteed payment described in
section 707(c) is not income from a rental
activity under any circumstances. Whether
the partnership provides property used in an
activity of another partnership or of a joint
venture in the partnership’s capacity as an
owner of an interest in the partnership or joint
venture is determined on the basis of all the
facts and circumstances.

Average period of customer use.—Figure
the average period of customer use for a
class of property by dividing the total number
of days in all rental periods by the number of
rentals during the tax year. If the activity
involves renting more than one class of
property, multiply the average period of
customer use of each class by the ratio of the
gross rental income from that class to the
activity’s total gross rental income. The
activity’s average period of customer use
equals the sum of these class-by-class
average periods weighted by gross income.
See Regulations section 1.469-1(e)(3)(iii).

Significant personal services.—Personal
services include only services performed by
individuals. In determining whether personal
services are significant personal services,
consider all the relevant facts and
circumstances. Relevant facts and
circumstances include how often the services
are provided, the type and amount of labor
required to perform the services, and the
value of the services in relation to the amount
charged for use of the property.

The following services are not considered in
determining whether personal services are
significant: (a) services necessary to permit
the lawful use of the rental property;

(b) services performed in connection with
improvements or repairs to the rental property
that extend the useful life of the property
substantially beyond the average rental
period; and (c) services provided in
connection with the use of any improved real
property that are similar to those commonly
provided in connection with long-term rentals
of high-grade commercial or residential
property (e.g., cleaning and maintenance of
common areas, routine repairs, trash
collection, elevator service, and security at
entrances).

Extraordinary personal services.—Services
provided in connection with making rental

property available for customer use are
extraordinary personal services only if the
services are performed by individuals and the
customers’ use of the rental property is
incidental to their receipt of the services. For
example, a patient’s use of a hospital room
generally is incidental to the care received
from the hospital’s medical staff. Similarly, a
student’s use of a dormitory room in a
boarding school is incidental to the personal
services provided by the school’s teaching
staff.

Rental activity incidental to a nonrental
activity.—An activity is not a rental activity if
the rental of the property is incidental to a
nonrental activity, such as the activity of
holding property for investment, trade or
business activity, or the activity of dealing in
property.

Rental of property is incidental to an
activity of holding property for investment if
(a) the main purpose for holding the property
is to realize a gain from the appreciation of
the property, and (b) the gross rental income
from such property for the tax year is less
than 2% of the smaller of the property’s
unadjusted basis or its fair market value.

Rental of property is incidental to a trade or
business activity if (a) the partnership owns
an interest in the trade or business at all
times during the year; (b) the rental property
was mainly used in the trade or business
activity during the tax year or during at least
2 of the 5 preceding tax years; and (c) the
gross rental income from the property for the
tax year is less than 2% of the smaller of the
property’s unadjusted basis or its fair market
value.

The sale or exchange of property that is
both rented and sold or exchanged during the
tax year (where the gain or loss is recognized)
is treated as incidental to the activity of
dealing in property if, at the time of the sale
or exchange, the property was held primarily
for sale to customers in the ordinary course
of the partnership’s trade or business.

See Temporary Regulations section
1.469-1T(e)(3) and Regulations section
1.469-1(e)(3) for more information on the
definition of rental activities for purposes of
the passive activity limitations.

Reporting of rental activities.—In reporting
the partnership’s income or losses and
credits from rental activities, the partnership
must separately report (a) rental real estate
activities, and (b) rental activities other than
rental real estate activities.

Partners who actively participate in a rental
real estate activity may be able to deduct part
or all of their rental real estate losses (and the
deduction equivalent of rental real estate
credits) against income (or tax) from
nonpassive activities. The combined amount
of rental real estate losses and the deduction
equivalent of rental real estate credits from all
sources (including rental real estate activities
not held through the partnership) that may be
claimed is limited to $25,000. This $25,000
amount is generally reduced for high-income
partners.

Report rental real estate activity income
(loss) on Form 8825, Rental Real Estate
Income and Expenses of a Partnership or an
S Corporation, and line 2 of Schedules K and
K-1 rather than on page 1 of Form 1065.
Report credits related to rental real estate
activities on lines 13b and 13c and
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low-income housing credits on line 13a of
Schedules K and K-1.

Report income (loss) from rental activities
other than rental real estate on line 3 and
credits related to rental activities other than
rental real estate on line 13d of Schedules K
and K-1.

Portfolio Income

Generally, portfolio income includes all gross
income, other than income derived in the
ordinary course of a trade or business, that is
attributable to interest; dividends; royalties;
income from a real estate investment trust, a
regulated investment company, a real estate
mortgage investment conduit, a common
trust fund, a controlled foreign corporation, a
qualified electing fund, or a cooperative;
income from the disposition of property that
produces income of a type defined as
portfolio income; and income from the
disposition of property held for investment.

Solely for purposes of the preceding
paragraph, gross income derived in the
ordinary course of a trade or business
includes (and portfolio income, therefore,
does not include) only the following types of
income:

® |nterest income on loans and investments
made in the ordinary course of a trade or
business of lending money.

® |nterest on accounts receivable arising from
the performance of services or the sale of
property in the ordinary course of a trade or
business of performing such services or
selling such property, but only if credit is
customarily offered to customers of the
business.

® |Income from investments made in the
ordinary course of a trade or business of
furnishing insurance or annuity contracts or
reinsuring risks underwritten by insurance
companies.

® Income or gain derived in the ordinary
course of an activity of trading or dealing in
any property if such activity constitutes a
trade or business (unless the dealer held the
property for investment at any time before
such income or gain is recognized).

® Royalties derived by the taxpayer in the
ordinary course of a trade or business of
licensing intangible property.

® Amounts included in the gross income of a
patron of a cooperative by reason of any
payment or allocation to the patron based on
patronage occurring with respect to a trade
or business of the patron.

® Other income identified by the IRS as
income derived by the taxpayer in the
ordinary course of a trade or business.

See Temporary Regulations section
1.469-2T(c)(3) for more information on
portfolio income.

Report portfolio income on line 4 of
Schedules K and K-1, rather than on page 1
of Form 1065. Report deductions related to
portfolio income on line 10 of Schedules K
and K-1.

Grouping Activities

Generally, one or more trade or business
activities or rental activities may be treated as
a single activity if the activities make up an
appropriate economic unit for the
measurement of gain or loss under the
passive activity rules. Whether activities make
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up an appropriate economic unit depends on
all the relevant facts and circumstances. The
factors given the greatest weight in
determining whether activities make up an
appropriate economic unit are:

1. Similarities and differences in types of
trades or businesses,

2. The extent of common control,
3. The extent of common ownership,
4. Geographical location, and

5. Reliance between or among the
activities.

Example. The partnership has a significant
ownership interest in a bakery and a movie
theater in Baltimore and a bakery and a
movie theater in Philadelphia. Depending on
the relevant facts and circumstances, there
may be more than one reasonable method for
grouping the partnership’s activities. For
instance, the following groupings may or may
not be permissible: a single activity, a movie
theater activity and a bakery activity, a
Baltimore activity and a Philadelphia activity,
or four separate activities.

Once the partnership chooses a grouping
under these rules, it must continue using that
grouping in later tax years unless a material
change in the facts and circumstances makes
it clearly inappropriate.

The IRS may regroup the partnership’s
activities if the partnership’s grouping fails to
reflect one or more appropriate economic
units and one of the primary purposes of the
grouping is to avoid the passive activity
limitations.

Limitation on grouping certain activities.—
The following activities may not be grouped
together:

1. A rental activity with a trade or business
activity unless the activities being grouped
together make up an appropriate economic
unit, and

a. The rental activity is insubstantial relative
to the trade or business activity or vice versa,
or

b. Each owner of the trade or business
activity has the same proportionate ownership
interest in the rental activity. If so, the portion
of the rental activity involving the rental of
property to be used in the trade or business
activity may be grouped with the trade or
business activity.

2. An activity involving the rental of real
property with an activity involving the rental of
personal property (except for personal
property provided in connection with the real
property or vice versa).

3. Any activity with another activity in a
different type of business and in which the
partnership holds an interest as a limited
partner or as a limited entrepreneur (as
defined in section 464(e)(2)) if that other
activity engages in holding, producing, or
distributing motion picture films or
videotapes; farming; leasing section 1245
property; or exploring for (or exploiting) oil
and gas resources or geothermal deposits.
Activities conducted through other
partnerships.—Once a partnership
determines its activities under these rules, the
partnership as a partner may use these rules
to group those activities with each other, with
activities conducted directly by the
partnership, and with activities conducted
through other partnerships. A partner may not

treat as separate activities those activities
grouped together by a partnership.

Recharacterization of Passive Income

Under Temporary Regulations section
1.469-2T(f) and Re